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SUBJECT: POLITICAL PARTIES FAIL TO AGREE ON ARTICLE 5 OF THE OIL 
NATIONALIZATION BILL 

REF CARACAS 6621 

BEGIN UNCLASSIFIED 

BEGIN SUMMARY. EFFORTS BY THE MAJOR POLITICAL PARTIES TO REACH 
AGREEMENT ON ARTICLE 5 OF THE OIL NATIONALIZATION BILL FAILED THIS 
WEEK DESPITE INTENSE NEGOTIATIONS. FOLLOWING AD'S REJECTION 
OF COPEL S ALTERNATE ARTICLE 5 PROPOSED LAST WEEK, THE CHAMBER OF 
DEPUTIES WILL RESUME DEBATE JULY 3. AND THE CONGRESS HAS DECIDED TO 
EXTEND ITS PRESENT SESSION BY 30 DAYS. AN INTERVIEW WITH AD 
PRESIDENT BARRIOS APPEARING THIS WEEK HAS INCREASED 
SPECULATION THAT PRESIDENT PEREZ FACES SERIOUS OPPOSITION 
FROM WITHIN HIS OWN PARTY OVER ARTICLE 5. END SUMMARY. 
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1. THE PROGRESS OF THE PETROLEUM NATIONALIZATION BILL THROUGH THE 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


CHAMBER OF DEPUTIES SLOWED THIS WEEK WHILE THE MAIOR POLITICAL 
PARTIES MADE INTENSE EFFORTS TO REACH AGREEMENT ON THE CONTROVERSIAL 
ARTICLE 5, THE ADMINISTRATION VERSION OF WHICH WOULD ALLOW FOREIGN 
PRIVATE ENTERPRISE A ROLE IN THE NATIONALIZED OIL INDUSTRY, THE 
COPEL ALTERNATIVE OF WHICH WOULD SHARPLY CURTAIL SUCH A ROLE. ON 
JUNE 30 THE CHAMBER VOTED TO CONTINUE DISCUSSIONS AS A COMMITTEE 
OF THE WHOLE HOUSE TO PERMIT THE DEPUTIES GREATER FLEXIBILITY IN 
CONSULTING CONCERNING ARTICLE 5. AND ON THAT DAY, FOLLOWING A THREE- 
MONTH ABSENCE FOR MEDICAL TREATMENT, THE CHAIRMAN OF THE DEPUTIES' 
MINES AND HYDROCARBONS COMMITTEE AND RANKING AD PETROLEUM 
EXPERT ARTURO HERNANDEZ GRIS ANTI RETURNED TO CONGRESS. 

2. ON JUL 2 AD INFORMED COPEI THAT AD COULD NOT ACCEPT COPEI'S 
ALTERNATE ARTICLE 5 AND THAT AD CONTINUED TO INSISTON FLEXIBILITY 
IN THE FUTURE DEVELOPMENT OF THE OIL INDUSTRY, IN PARTICULAR THE 
DEVELOPMENT OF THE ORINOCO TAR BELT. COPEI AND URD REJECTED 
AD'S PROPOSALS FOR MIXED PARTICIPATION IN THE OWNERSHIP OF THE 

OIL REFINERIES ON ARUBA AND CURACAO AND THOSE AT CARDON AND AMUAY 
IN VENEZUELA. AD PROPOSED THAT THE GOV HAVE TWENTY PERCENT 
PARTICIPATION IN THE ANTILLEAN REFINERIES AND FOREIGN CAPITAL TWENTY 
PERCENT PARTICIPATION IN THE VENEZUELAN REFINERIES. AT THE 
CONCLUSION OF THE JUL 2 MEETING THE PARTY LEADERS INDICATED THAT 
NO POSSIBILITY OF AGREEMENT ON THE FUTURE ROLE OF FOREIGN ENTERPRISE 
IN THE INDUSTRY EXISTED BETWEEN AD AND THE OPPOSITION. 

3. INTENSE CONSULTATIONS IN THE CONGRESS ALSO FAILED TO BREAK THE 
DEADLOCK OVER ARTICLE 5. AFTER A MEETING WITH THE PRESIDENT OF THE 
CHAMBER OF DEPUTIES JUL 2 AD AND COPEI DEPUTIES SAID NO AGREE- 
MENT HAD BEEN REACHED ON ARTICLE 5, AND MEP DEPUTY SIUBERTO 
MARTINEZ BLUNTLY STATED A CONSENSUS WAS "IMPOSSIBLE". A SIMILAR 
VIEW WAS STATED BY AD PRESIDENT AND CONGRESS PRESIDENT GONZALO 
BARRIOS ON JUL 1. ON JUL 3 CONGRESS WILL FORMALLY EXTEND THE 
PRESENT SESSION (DUE TO END ON JUL 5) BY THIRTY DAYS SO AS TO 

CONTINUE CONSIDERATION OF THE NATIONALIZATION BILL AND DEAL WITH OTHER 

PRESSING LEGISLATION. THE CHAMBER OF DEPUTIES RESUMES DEBATE 
ON ARTICLE 5 ON JUL 3. HOWEVER, AS A NUMBER OF DEPUTIES HAVE 
EXPRESSED A DESIRE TO SPEAK, NO VOTE ON ARTICLE 5 IS 
ANTICIPATED BEFORE NEXT WEEK, THUS LEAVING THE ISSUE IN DOUBT OVER 
THE VENEZUELAN INDEPENDENCE DAY (JUL 5) WEEKEND. 
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4. ON JULY 2 MINES MINISTER HERNANDEZ GAVE THE PRESIDENT PRO- 
POSED STATUTES FOR THE STATE HOLDING COMPANY WHICH WILL MANAGE 
THE NATIONALIZED PETROLEUM INDUSTRY. THE STATUTES WILL NOT BE MADE 
PUBLIC UNTIL AFTER THE PRESIDENT APPROVES THEM. 

5. ON JUL 3 PRESIDENT PEREZ IS SCHEDULED TO DISCUSS THE OIL 
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NATIONALIZATION QUESTION WITH THE VENEZUELAN MILITARY. DEFENSE 
MINISTER LEAL INDICATED ON JUL 1 THAT THE VENEZUELAN ARMED 
FORCES ARE IN FULL AGREEMENT WITH NATIONALIZATION. 

6. WHILE LEAL'S WORDS DOUBTLESS COMFORTED PRESIDENT 

PEREZ, HE COULD NOT HAVE FOUND MUCH ENCOURAGEMENT IN AN INTER- 
VIEW BY GONZALO BARRIOS IN THE CURRENT ISSUE OF THE WEEKLY 
RESUMEN. ASKED WHAT HE WOULD DO AS AD PARTY PRESIDENT IN 
THE EVENT OF CONFLICT BETWEEN PEREZ AND THE AD PARTY, BARRIOS, 
AFTER CONSIDERABLE HESITATION, SAID HE DID NOT BELIEVE PEREZ WOULD 
UNDERTAKE ANY INITIATIVE THAT WAS NOT "JUSTIFIED". "BUT", 

HE SAID, "IF BY SOME VERY CURIOUS, STRANGE PHENOMENON HE 
SHOULD.IT COULD HAPPEN THAT ACCION DEMOCRATICA, ON ITS OWN OR 
TOGETHER WITH THE OTHER PARLIAMENTARY GROUPS, WOULD NOT GIVE ITS 
APPROVAL." BARRIOS ADDED, "THAT COULD OCCUR." END UNCLASSIFIED. 
BEGIN LIMITED OFFICIALUSE. 

7. COMMENT. ALTHOUGH AD HAS THE NECESSARY VOTES IN BOTH 
HOUSES TO STEAMROLLER THROUGH THE ADMINISTRATION VERSION 
OF ARTICLE 5, THE AD PARTY FEARS SERIOUS FUTURE POLITICAL REPER- 
CUSSIONS UNLESS SOME KIND OF AGREEMENT IS REACHED WITH COPEI 
AND THE OTHER OPPOSITION GROUPS. COPEI, FOR ITS PART, IS CONFI- 
DENT THAT AD WILL ACCEPT AT LEAST A PORTION OF THE COPEI VERSION 
OF ARTICLE 5. THE INTERVIEW WITH BARRIOS, WHO WEIGHS HIS 

PUBLIC UTTERANCES CAREFULLY, TENDS TO CONFIRM REPORTS THAT AD IS 
BADLY DIVIDED ON THE ARTICLE 5 ISSUE, THAT CONSIDERABLE SUPPORT FOR 
ALL OR PART OF THE COPEI ALTERNATIVE EXISTS WITHIN AD, AND THAT 
THE PARTY IS PUTTING GREAT PRESSURE ON THE PRESIDENT TO 
MODIFY THE ADMINISTRATION S VERSION OF ARTICLE 5 TO BRING IT 
CLOSER TO THE COPEI VERSION. MEANTIME POLITICAL LEADERS ARE NOW 
PREDICTING THAT THE NATIONALIZATION BILL WILL NOT BE APPROVED BY 
CONGRESS UNTIL THE END OF JULY AT THE EARLIEST. 

SHLAUDEMAN 
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